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SUB J : VENEZUELAN PETROLEUM EXPORTS UNLIKELY TO 
SUFFER IN FIRST QUARTER 

REF: 1 76 CARACAS 14875 2) CARACAS 0053(NOTAL) 

1 . SUMMARY: EMBASSYDOES NOT EXPECT VENEZUELA'S OIL EXPORTS 
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TO SUFFER, AT LEAST IN THE SORT TERM, AS THE RESULT OF 
RECENT PRICE INCREASES AND INCREASED SAUDI ARABIAN 
PRODUCTION. MAJOR OIL COMPANIES, WHICH PURCHASE ABOUT 80PERCENT 
OF VENEZUELAN PRODUCTION DO NOT APPEAR TO BE REDUCING THEIR 
OFFTAKE SIGNIFICANTLY IN THE FIRST QUARTER. MINISTER OF MINES 
AND PETROVEN OFFICIALS ALSO INSIST VENEZUELA WILL NOT BE 
SERIOUSLY AFFECTED BY INCREASES IN SAUDI ARABIAN PRODUCTION. 

END SUMMARY. 

2. EMBASSY HAS DISCUSSED PROSPECTS FOR VENEZUELAN OIL EXPORTS 
OVER THE COMING YEAR WITH REPRESENTATIVES OF MOST OF THE MAJOR 
US OIL COMPANIES AND WITH OFFICIALS OF PETROVEN, THE NATIONAL 
OIL COMPANY. BASED ON THESE DISCUSSIONS, WE BELIEVE THERE WILL 
BE NO SIGNIFICANT CUTBACK IN PETROLEUM AND PETROLEUM PRODUCT 
EXPORTS IN THE FIRST QUARTER OF 1977 AS A RESULT OF THE HIGHER 
PRICES WHICH TOOK EFFECT JAN 1. THERE IS A GENERAL UNWILLINGNESS 
BY ALL CONCERNED TO PREDICT DEVELOPMENTS BEYOND THIS PERIOD, 

ALTHOUGH PETROVEN OFFICIALS EXPRESSED OPTIMISM THAT VENEZUELA 
WOULD BE ABLE TO MAINTAIN PRODUCTION, AND THUS EXPORTS DURING 
1977, AT ABOUT THE SAME LEVEL AS 1976. 

3. THE MAJOR EX-CONCESSIONARIE OIL COMPANIES, WHICH STILL 
MARKET ABOUT 80 PERCENT OF VENEZUELAN EXPORTS OF CRUDE OIL AND 
PRODUCTS UNDER LONG TERM OFFTAKE AGREEMENTS, WERE NOTIFIED OF 
VENEZUELA'S NEW EXPORT SALES PRICES PRIOR TO JAN 1(REF 1) 

MARKETING OFFICIALS OF THE COMPANIES, USUALLY IN FROM THE US 
ARE NOW IN THE PROCESS OF SCHEDLING MEETINGS WITH PETROVEN 

TO FIX OFFTAKE LEVELS AT THESE PRICES FOR THE FIRST QUARTER. 

WHILE THE TERMS OF EACH COMPANY'S OFFTAKE AGREEMENT DIFFER, 
CONFIDENTIAL 

CONFIDENTIAL 

PAGE 03 CARACA 00217 07220 1Z 

MOST OR ALL OF THEM PROVIDE CONSIDERABLE FLEXIBILITY TO 
THE COMPANIES, AS BUYERS, IN ADJUSTING THEIR OFFTAKE AROUND 
A BASE LEVEL. PETROVEN, AS THE SUPPLIER, APPARENTLY HAS 
SOMEWHAT LESS FLEXIBILITY BUT CAN IN SOME CASES REDUCE THE 
BASE LEVEL BY A GIVEN AMOUNT EACH YEAR. 

4. TO DATE, WE KNOW OF NO COMPANY WHICH HAS REJECTED THE 
NEW PRICES OUT OF HAND OR HAS SUBSTANTIALLY REDUCED ITS 
OFFTAKE. REPRESENTATIVES OF TWO COMPANIES, GULF AND TEXACO, 

INDICATE THEY HAVE AGREE DIWTH PETROVEN ON OFFTAKE LEVELS, APPARENTLY 
WITH NO SIGNIFICANT CHANGES IN VOLUME FROM LAST QUARTER. 

TWO OTHER COMPANIES, PHILLIPS AND SUN EXPECT TO MEET WITH 
PETRVOEN NEXT WEEK, AND ACCORDING TO THEIR LOCAL REPRESENTATIVES, 

WILL PROBABLY NOT REDUCE OFFTAKE LEVELS, FOR THE QUARTER ALTHOUGH 
IN THE CASE OF SUN, PETROVEN IS EXPECTED TO EXERCISE ITS OPTION 
TO REDUCE THE OFFTAKE BASE LEVEL BY 10 PERCENT. EXXON, ACCOUNTING 
FOR ALMOST 50 PERCENT OF TOTAL VENEZUELAN EXPORTS, INDICATES IT 
HAS NOT YET ADVISED PETROVEN OF SPECIFIC OFFTAKE LEVELS FOR THE 
QUARTER, BUT APPARENTLY WILL NOT REQUEST A SUBSTANTIAL REDUCTION. 
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THE LOCAL MOBIL REPRESENTATIVE WAS UNCERTAIN AS TO HIS COMPANY'S 
INTENTIONS, BUT NOTED THAT THEIR OFFTAKE WAS LIMITED TO 
PRODUCTS, WHICH ARE NOT BOUND BY OPEC'S 10 PERCENT INCREASE, 
CHEVRON, WHICH WE UNDERSTAND LIFTS ONLY A SMALL AMOUNT OF 
HEAVY ASPHALTIC CRUDE, SAID THAT WHILE IT HAD CONDITIONALLY 
ACCEPTED THE NEW PRICES, ITS OFFTAKE IN THE FIRST QUARTER 
IS NORMALLY LOW. WE HAVE NOT BEEN ABLE TO CHECK WITH AMOCO, 

THE REMAINING US COMPANY, OR WITH SHELL, WHICH ACCOUNTS 
FOR ABOUT 20 PERCENT OF TOTAL EXPORTS. THE REMAINING 20 PERCENT 
OF VENEZUELAN EXPORTS ARE MARKETED BY THE ORIGINAL STATE 
OIL COMPANY CVP. OR UNDER NEW CONTRACTS NEGOTIATED DIRECTLY 
WITH END USERS BY PETROVEN. THESE NEW BUYERS HAVE ACCEPTED 
THE JAN 1 PRICE LEVELS, ACCORDING TO A STATEMENT BY 
PETROVEN'S MARKETING DIRECTOR ALIRIO PARRA. AS A SUBSTANTIAL 
SHARE OF THESE DIRECT SALES ARE BELIEVED TO BE TO OTHER LATIN 
AMERICAN COUNTRIES, THEY WILL BENEFIT FROM CONCESSIONAL 
FINANCING TO COVER THE AMOUNT OF THE PRICE INCREASE AS 
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PROMISED BY PRESIDENT PEREZ(REF 2) 

5. MINISTER OF INES VALENTIN HERNANDEZ HAS ALSO STATED 

TO THE PRESS THAT VENEZUELA HAS HAD NO REJECTIONS FROM BUYERS 
OF ITS NEW PRICES. HE DESCRIBED VENEZUELA AS ONE OF 
THE COUNTRIES WHICH WOULD BE LEAST AFFECTED BY AN INCREASE IN 
SAUDI ARABIAN OIL PRODUCTION, ATTRIBUTING THIS TO THE WIDE 
VARIETY OF CRUDE OIL IT HAS AVAILABLE TO EXPORT, ITS PROXIMITY 
TO MAJOR MARKETS, AND ITS TRADITION AS A DEPENDABLE SUPPLIER. 

6. A NUMBER OF OTHER FACTORS ARE ALSO EXPECTED TO HELP INSULATE 
VENEZUELA FROM THE EFFECTS OF OPEC'S TWO TIERED PRICE SYSTEM 
AND INCREASED SAUDI PRODUCTION. APPROXIMATELY ONE-THIRD OF 
EXPORTS ARE IN THE FORM OF REFINED PRODUCTS, PRIMARILY FUEL 

OIL TO THE US AND ARE NOT SUBJECT TO OPEC PRICING DECISIONS. 

FUEL OIL DEMAND IN THE US IS EXPECTED TO REMAIN HIGH THRU 
MOST OF THE FIRST QUARTER, BUT AS IT SLACKS OFF IN EARLY SPRING, 
PETROVEN SAYS IT WILL REDUCE ITS FUEL OIL PRICES IN ACCORD WITH 
M ARKETCONDITION S . IN ADDITION, PETROVEN OFFICIALS HAVE INDICATED 
THEY DREW DOWN STOCKES OF CRUDE AND PRODUCTS IN THE LAST 
QUARTER TO MEET EXPORT DEMAND. ACCORDING TO ONE REPORT 
FUEL OIL STOCKS ALONE HAVE BEEN REDUCED BY ABOUT 20 MILLION BARRELS 
SINCE EARLY 1976 WHEN PETROVEN TOOK OVER UNUSUALLY LARGE STOCKS 
FROM THE EX-CONCESSIONAIRES. THUS, A CERTAIN AMOUNT OF 
PRODUCTION CAN BE DIRECTED TO RE-BUILDING STOCKS OF IXPORTS DECLINE. 
FINALLY, THERE ARE STRONG PRESSURES WITHIN THE COUNTRY 
PARTICULARLY IN THE MINISTRY OF MINES, FOR ADDITIONAL 
CONSERVATION OF EXISTING RESERVES THRU FURTHER 
REDUCTIONS IN PRODUCTION. 

VAKY 
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